This paper illustrates the deadweight loss in the interest-based Microfinance program compared to the interest-free or Islamic Microfinance program in terms of 'consumer' surplus, producer' surplus, loan price and the quantity demanded of the Microfinance loan. This article analyzes the secondary data on twenty Microfinance institutions of the nine countries of the world, and world microfinance data. Deadweight loss is demonstrated by using a numerical example and graphical presentation. The findings expose that consumer' surplus is at least three times higher, and producer' surplus is also higher in the Islamic Microfinance than the interest-based Microfinance program. In contrast the loan price is at least 142%-241% higher in interest-based Microfinance than the Islamic Microfinance. Consequently, the quantity demanded of Microfinance loan is higher in the Islamic Microfinance than the interest-based Microfinance. Finally this paper recommends for converting the interest-based Microfinance institution into the Islamic Microfinance institution to attain the wellbeing of microfinance member.
Background and Motivation of the Study:
The source of financing is the soul of investment to abolish the financial vulnerability of the people as well as an institution. The bank and non-bank financial institutions finance the people with collateral, whereas the Microfinance institution finances the people who have no collateral (Yunus, 2018) . Accordingly, two types of Microfinance programs have been operating around the world. These are familiar as the interest-based Microfinance (conventional Microfinance) and the interest-free Microfinance (Islamic Microfinance) program, respectively. However, despite having some structural differences, both Microfinance programs offer financial and non-financial services. Similarly, the group lending model is the most common process of microfinance transaction among both kinds of microfinance institutions (MFIs) around the world (Mughal, 2017; . However, regarding coverage, Islamic
Microfinance industry only has 10% market share in the world microfinance industry. Besides, it secures only 1 percent market share to the world Islamic finance industry that has been experiencing a 17.82 percent growth rate per year (on average) during the 2007-2017 periods (GIFR, 2017) . As well, at present, about 2,420 Microfinance institutions (Gonzalez, 2008) , including 255 Islamic Microfinance institutions have been offering microfinance services in the world (CGAP 2017 , GIFR 2017 . Moreover, interest rate or profit rate is the primary motivation or financial benefit of the microfinance transaction. In this paper, the loan price will be synonymously used for the interest rate or profit rate. The interest rate (15-35%) of the conventional or interest-based Microfinance institutions (Badruddoza, 2011; Rosenberg et al , 2013 ) is higher than the profit rate (0-15%) of the Islamic Microfinance institutions around the world (Mannan (2015) , Muslim Aid (2018), SSNF (2018) , Al-arafah (2018) , Exim bank (2018), TMSS (2018) , IBBL (2018), Sadegh (2009) . At this circumstance, the policymakers and researchers raise the arguments that the Islamic Microfinance ensures the maximum benefit and welfare for its member by providing the exceptional products and services compared to the conventional Microfinance program. This is the primary motivation of this paper is to focus the welfare of the microfinance member by identifying the 'deadweight losses regarding loan price' through a comparison between the interest-free and the interest-based Microfinance program. The term 'deadweight loss' is synonymous with the word 'excess burden' or 'welfare loss'. It can be defined as the loss in total surplus that outcomes from a market inefficiency or distortion, such as a tax (Mankiw, 2014) . Moreover, Paul Samuelson stated the deadweight loss as the fall in real income or loss of consumer' and producer' surplus that resulted from monopoly, quotas and tariffs, taxes, or other distortions like as inefficiency in resource allocation (Samuelson & Nordhaus, 2010) .
Also, it can be delineated as the excess of the total harm done by the tax or any other economic distortion (Black, 1997) . Finally, it can be delineated as the loss of overall well-being or the societal surplus or consumer' utility/surplus or producers' surplus that is stimulated by the economic inefficiency or the failure of optimal resource allocation & equilibrium. For example, Deadweight Loss in the Interest-based and the Interest-Free (Islamic) Microfinance Programs: A Comparative Analysis Uluslararası İslam Ekonomisi ve Finansı Araştırmaları Dergisi, 2019/2 51 deadweight loss is the outcomes of tax, subsidy, externality, price ceiling or price floor, and monopoly pricing.
Finally, this paper presents the deadweight loss in the microfinance program on the subject of consumer' surplus, producer' surplus, and quantity demand of loan. The detailed methodology has been introduced in the section four. Besides, objective and the literature review have been described in section two and three, respectively. Moreover, determinants, as well as the indicators of the deadweight loss in conventional Microfinance, are discussed in section five. As well, key findings, recommendations, and conclusion are presented in section six, seven, and eight accordingly.
Objective:
The prime aim of this article is to detect and expose the evidences of the deadweight losses in the conventional Microfinance program in Bangladesh and the world. More precisely, this paper investigates and highlights the deadweight losses in the traditional (interest-based)
Microfinance program by comparing it with the Islamic Microfinance (interest-free) program.
The specific objectives are: a) To expose the operational differences between the interest-based and interest-free
Microfinance program in terms of nature and products. b) To identify and highlight the deadweight losses/economic losses/welfare losses in the interest-based Microfinance program in terms of consumers' surplus, producers' surplus and the quantity demanded of the Microfinance loan.
Methodology

Data:
This paper is a comparative study between the interest-based and the interest-free microfinance program. It has been designed based on the secondary data on the twenty Microfinance institutions of the nine countries of the world, and world microfinance data. This paper uses the numerical example and graphical presentation to determine the deadweight loss. Furthermore, the primary sources of secondary data were the Global Islamic Finance data (2012) (2013) (2014) (2015) (2016) (2017) , websites of Microfinance institutions, statistics from the Bangladesh Microfinance regulatory authority, and so more.
Methods of Analysis:
To determine the deadweight loss, this study uses the three indicators these are (a) consumer' surplus, (b) producer' surplus and (c) the quantity demanded of the loan from Microfinance institutions. To measure these indicators, the loan price or interest rate or profit rate, the nature of the loan, contribution to real asset building, diversion of cash loan, and the charity tools were considered in this study. To illustrate the deadweight loss, the numerical example and graphical presentation are used in this study. International Journal of Islamic Economics and Finance Studies, 2019/2 However, renowned economists also employed the technique of consumer' surplus and producer' surplus to determine the deadweight loss. Samuelson and Nordhaus (2010) apply the consumer' surplus and producer' surplus to identify the deadweight loss or net economic loss through graphical comparison between the perfectly competitive market and the monopoly market. Moreover, Webster (2003) also incorporates the concept of deadweight loss in the forms of consumer' and producer' surplus to show the welfare scenario of monopoly.
He also described it mathematically. Besides, Samuelson and Stephen (2011) explained the deadweight loss regarding consumer' surplus resulted for the tariff and quota in the market.
Furthermore, Bishop (2004) discussed the deadweight loss of taxation in terms of consumer' income and asset loss.
As well, after considering the above literature, this study measured the deadweight loss regarding the consumer' surplus and producer' surplus. The consumer' surplus is calculated by "the difference between the willingness to pay by the consumer and the amount actually paid" Also, producer' surplus is fixed by "the difference between the sales revenue (at the equilibrium price) and the cost of the producer."
Literature Review
Several studies have been accomplished on the field of the interest-free or Islamic Microfinance with Zakah, Waqf, Takaful, and with NGOs, NPOs to increase its effectiveness in suppressing poverty. Obaidullah (2008) , in his book, discusses the framework of Islamic microfinance as a proof of Islamic approaches for poverty alleviation. Seibel (2008) Similarly, like as interest-based Microfinance program, interest-free Microfinance program also offers both financial and non-financial services. But its operational framework is quite different that is run by the profit-loss sharing system. The financial services are highly concentrated in the trade or buying and selling business, followed by the benevolent loan (profit free loan). In the trade, the interest-free Microfinance institutions mainly sell the goods to its members instead of the cash loan, and charges profit on the goods (as the market rate) (Sadegh, 2009 ). This is the main functional dissimilarity between the interest-free and the interest-based Microfinance program.
Also, interest-free Microfinance institutions make available the profit-free loan ( Qard Hasan-Benevolent loan) for its members for which no profit will be claimed, but the member only will repay the principal amount (Khan,1990) . The figure 4-7 reveals the microfinance operation of the interest-free Microfinance institutions. Moreover, in the interest-free Microfinance program, the microcredit operation is fully concentrated to buying and selling system, that is run by the Bai-Murabahah (Cost plus Profit sales or deferred sales), Hire purchase (joint purchase and ownership transfer through rent ) and Bai-Salaam (Future Sale) contracts (See Figure 4) (Mughal, 2017; Islami bank, 2018) . Also, the profit free loan system is offered through the Qard Hasan (Benevolent loan) modes.
It should be mentioned out that, interest-free microfinance program abide by the principles of (2016) showed that the effective interest rate (on the weekly installment) in Bangladesh is at least 150% higher than the declared interest rate. The loan price scenario reveals the devastating welfare loss of the borrower in the interest-based Microfinance compared to the Islamic Microfinance. Moreover, at the market price the deadweight loss regarding the consumer' surplus is A. Also, at the traditional loan price (Pc), the lost consumer' surplus is A+B+C+D+E, and the deadweight loss is A+B+C. So, it can be decided that, regarding loan price, the conventional Microfinance produces the maximum burden or welfare loss or deadweight loss compared to the loan price of Islamic MFIs.
b) The Deadweight Loss in Terms of the Quantity Demanded (Qd)
However, the deadweight loss is also high in terms of quantity demanded of the Microfinance loan. The quantity demand of Islamic Microfinance loan is higher than the quantity demand at market loan price and the quantity demand of conventional Microfinance loan. On the contrary, the loan price or interest rate or profit rate is lower in the Islamic Microfinance loan than the market rate and the conventional rate. Table-6 presented that, the deadweight loss is Qc-QI in terms of the Quantity demand (Qd). Therefore Islamic microfinance is superior to traditional microfinance program. 
Summary of Findings
The key findings of this paper are: a) Deadweight loss is alarmingly higher (at least three times) in the conventional Microfinance regarding consumer' surplus. b) Producer' surplus is higher in the Islamic Microfinance than the interest-based Microfinance c) The loan price is at least 142% (Bangladesh) and 241% (world) higher in conventional Microfinance than the Islamic Microfinance.
d) The quantity demand of the Microfinance loan is higher in the Islamic Microfinance than the traditional Microfinance. e) Islamic Microfinance has many excellent tools such as profit-loss sharing system, Quard Hasan or interest-free loan, Zakah, and Sadaqah. On the contrary, these are absent in conventional Microfinance f) Islamic Microfinance is highly responsible for building the real asset, whereas the traditional Microfinance insignificantly contributes to it. g) Fund diversion is the common phenomenon in the conventional Microfinance whereas it is almost impossible in the Islamic Microfinance h) Finally, Islamic Microfinance is highly consumer-friendly and efficient than the traditional Microfinance, because it offers lower loan price, interest-free loan and religious charity tools, etc.
Policy Recommendations:
This paper recommends that, a) Since the excess burden is higher in the conventional Microfinance, so traditional 
Conclusion
Islamic Microfinance has first rated Islamic financial and charitable tools such as profit-loss sharing system, Sadaqah, Zakah, and Waqf. This paper investigates the operations of conventional and Islamic Microfinance program, then presented the deadweight loss/welfare loss/ excess burden in the traditional microfinance in the forms of consumer' and producer' surplus, loan price and the quantity demanded of a Microfinance loan. This paper found that consumer' surplus is at least three times lower in the conventional Microfinance program; producer surplus is higher in the Islamic Microfinance than the traditional Microfinance. The loan price is at least 142-241% higher in conventional Microfinance than the Islamic Microfinance. Hence, the quantity demand for Microfinance loan is higher in the Islamic Microfinance than the traditional Microfinance. This is why this paper recommends for converting the conventional Microfinance program into the Islamic Microfinance program.
